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4 AUG 1981

MEMORANDUM EOR: Director of Security
FROM: James H. Mcbonald

Director of Logistics
SUBJECT: Foreign Ownership Policy

1. In recent years this Office has seen an increase in the

number of American companies coming under o control or
influence, either directly or through the tion cof sufficient
stock to allow foreign owner participation in the management of the

company. Foreign ownership poses a serious problem in fulfilling
Agency classified procurement requirements, especially when the
contractor may be the sole source of special equipment oxr is a

prized source of technical expertise.

2.  Qur concern, of course, 1is with the ability of the con-
tractor to legally bar the foreign owner from accessing classified
information. Unless the company and the foreign owner determine
that it is in their interest to agree to establish a voting trust
which will provide the degree of insulation deemed acceptable to
us, there appear to be few, if any, alternatives available to the
Agency except to terminate the contract and to restrict any future
contracts only to totally unclassified procurements.

3. This is the course the Office of Logistics has been
following, but the severe 1imitations it places on our procurement
initiatives suggests that a more clearly defined policy nesds to
be developed within the Agency. We note that under Department of
Defense (DOD) xregulations, provision is made to approve American
contractor facilities under Canadian or United Kingdom ownership
when certain criteria can be met. Perhaps a similar solution could
be offered under Agency policy. In part, our present dilemma
results from a perception that there may be an over~-reliance on
DOD policies and procedures which may not be completely applicable
to, or which would fully satisfy Agency requirements. Therefore,
the establishment of an Agency policy on Foreign Ownership should
greatly assist to remedy this problem.

ﬂ‘% A P

) L1 3250
Sanitized Copy Approved for Release 2010/10/18 : CIA-RDP87S00869R000200100034-7




Sanitized Copy Approved for Release 2010/10/18 : CIA-RDP87S00869R000200100034-7

SUBJECT: Foreign Ownership Policy

4 We are mindful that certain legal gon%itiﬁni z:gt nge
. ici i o] a o1 I >
] L 3 icies which may evolve and, end,
iv%ith in any poll ‘Chief, Logistics and Procureme?g Lagth
v £ foreign ownershlp W
1visi fo pursue the matter o _ 1 (
Efvléigg;a?Ggéunseg. It is my strong bellgf, noygver,y?ﬁi$’t2§
}?aizel development of more precise security poilcy gui Lﬂ;tin
Eiéo is ureently needed at this time. I would gppregli e hav: g
N N i i +dinat a
your views and assistance 1n‘develop1ng a coordinated Agency
position on this matter.

James H. Mclonglid
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